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STATE OF MAINE
KENNEBEC, SS.

SUPERIOR COURT
CIVIL ACTION
DOCKET NO.

STATE OF MAINE,

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

Plaintiff
V.

CENTRAL AND WESTERN MAINE REGIONAL
PHO, INC.,
INTEGRATED HEALTHCARE CORPORATION,
CENTRAL MAINE MEDICAL CENTER,
STEPHENS MEMORIAL PHYSICIAN HOSPITAL
ORGANIZATION, INC.,
STEPHENS MEMORIAL HOSPITAL, INC.
RUMFORD COMMUNITY HOSPITAL
ORGANIZATION, INC.,
RUMFORD COMMUNITY HOSPITAL, INC.
NORTHERN CUMBERLAND MEMORIAL
HOSPITAL PHO, INC., and
NORTHERN CUMBERLAND HOSPITAL, INC.
Defendants

COMPLAINT
(Injunctive Relief Requested)

I. INTRODUCTION
1.

This is an action under the Hospital Cooperation Act, 22 M.R.S.A..

.§§18810-1888 (Supp. 1995) to enjoin the operation of a cooperative agreement
between Defendants unless modified by conditions.
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IL PARTIES AND TURISDICTION
2.

Plaintiff, State of Maine, a soverign state, by and through the Attorney

General, commences this action under 22 M.R.S.A. §1885-2 (Supp. 1995), commonly
known as the Hospital Cooperation Act, to enjoin the operation of a cooperative
agreement between Defendants unless modified by conditions.
3.

Defendant Central and Western Maine Regional PHO, Inc., is a Maine

corporation with offices in Lewiston, Androscoggin County, Maine.
4.

Defendant Integrated Healthcare Corporation, is a Maine corporation

with offices in Lewiston, Androscoggin County, Maine.
5.

Defendant Central Maine Medical Center is a Maine corporation and a

licensed Maine hospital located in Lewiston, Androscoggin County, Maine.
6.

Defendant Stephens Memorial Physician Hospital Organization, Inc., is

a Maine corporation with offices in Norway, Oxford County, Maine.
7.

. •

Defendant Stephens Memorial Hospital, Inc. is a Maine corporation

and a licensed Maine hospital located in Norway, Oxford County, Maine.
8.

Defendant Rumford Community Hospital Organization, Inc., is a

Maine corporation with offices in Rumford, Oxford County, Maine.
9.

Defendant Rumford Community Hospital, Inc. is a Maine corporation

and a licensed Maine hospital located in Rumford, Oxford County, Maine.
10.

Defendant Northern Cumberland Memorial Hospital PHO, Inc., is a

Maine corporation with offices in Bridgeton, Cumberland County, Maine.
11.

Defendant Northern Cumberland Hospital, Inc. is a Maine corporation
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and a licensed Maine hospital located in Bridgton, Cumberland County, Maine.
12.

This Court has jurisdiction of this action pursuant to 4 M.R.S.A. §152

(Supp. 1995) and 22 M.R.S.A. §1885-2 (Supp. 1995).

m.
13.

STATUTORY BACKGROUND

The Hospital Cooperation Act, §§1881-1888 (Supp. 1995), establishes a

process for the review and approval of cooperative agreements between hospitals.
14.

A cooperative agreement is defined pursuant to 22 M.R.S.A. §1882-1

(Supp. 1995) as follows:
"Cooperative agreement" means an agreement among
two or more hospitals or nonprofit mental health care
providers for sharing, allocation or referral or patients,
personnel, instructional programs, mental health
services, support services and facilities or procedures or
ther services traditionally offered by hospitals or
nonprofit mental health care providers, or for the
coordinated negotiation' and contracting with payors or
employers.

15.

Pursuant to 22 M.R.S.A. §1885-2 (Supp. 1995), the Attorney General may

file suit in Superior Court to enjoin operation of a cooperative agreement.
16.

Pursuant to 22 M.R.S.A. §1885-7 (Supp. 1995), the Superior Court may

resolve an action brought by the Attorney General by a consent order which
modifies the cooperative agreement.
IV. FACTS
17.

Defendants have entered into a cooperative agreement for the

coordinated negotiation and contracting of hospital and medical services with
payors or employers. The cooperative agreement is attached as Exhibit A and
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incorporated by reference into this paragraph.
18.

Pursuant to the cooperative agreement, the four Defendant hospitals,

Central Maine Medical Center in Lewiston, Rumford Community Hospital, Inc. in
Rumford, Northern Cumberland Hospital, Inc. in Bridgeton and Stephens
Memorial Hospital, Inc. in Norway, along with a substantial portion of the
physicians with staff privileges at the four hospitals, have formed the four
«

Defendant physician-hospital organizations for purposes of negotiating with payors
or employers. The four physician-hospital organizations have formed the Central
and Western Maine Regional PHO, Inc. for the purpose of jointly negotiating on
behalf of all four physician-hospital organizations with payors and employers.
V. CAUSE OF ACTION
19.

Plaintiff, State of Maine, realleges and incorporates by reference herein

paragraphs 1-18 of this Complaint.
20.

The Attorney General seeks, pursuant to 22 M.R.S.A. §1885-2 (Supp.

1995), to enjoin the operation of the cooperative agreement between Defendants
unless the cooperative agreement is modified with conditions.
VI. RELIEF REQUESTED
Plaintiff, State of Maine, requests this Court to
1.

Enjoin operation of the cooperative agreement unless the agreement is

modified by appropriate conditions.
2.

Order Defendants to pay the fees and costs of the Attorney General as

authorized by 22 M.R.S.A. §1885-6 (Supp. 1995).

D

3.

Grant such other relief as is just and proper.

ANDREW KETTERER
Attorney 'General

Dated:

> / W

f

STEPHEN l/ w ESSLER

Assistant Attorney General
Chief, Public Protection Division
6 State House Station
Augusta, Maine 04333
(207) 626-8845

STATE OF MAINE
KENNEBEC, SS.

SUPERIOR COURT
CIVIL ACTION
DOCKET NO.

STATE OF MAINE, ..

)
'
)
Plaintiff
)
)
v.
••
)
)
CENTRAL AND WESTERN MAINE REGIONAL )
PHO, INC.,
)
)
INTEGRATED HEALTHCARE CORPORATION,
)
)
CENTRAL MAINE MEDICAL CENTER,
)
)
STEPHENS MEMORIAL PHYSICIAN HOSPITAL - )
ORGANIZATION, INC.,
' )
)
STEPHENS MEMORIAL HOSPITAL, INC.
)
)
RUMFORD COMMUNITY HOSPITAL
)
ORGANIZATION, INC.,
)
)
RUMFORD COMMUNITY HOSPITAL, INC.
)
)
NORTHERN CUMBERLAND MEMORIAL
)
HOSPITAL PHO, INC,, and
)
)
NORTHERN CUMBERLAND HOSPITAL, INC.
)
)
Defendants
.. )

CONSENT ORDER

WHEREAS, Plaintiff, State of Maine, having filed its Complaint herein on
January__, 1996, and Plaintiff and Defendants, by their respective attorneys, havin
consented to the entry of this Consent Order without trial or adjudication of any
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issue of fact or law herein and without this Consent Order constituting any evidence
against or admission by any party with respect to any such issue;
NOW/ THEREFORE, before the taking of any testimony and without trial or
adjudication of any issue of fact or law herein, and on consent of the parties hereto,
it is hereby ordered, adjudged and decreed as follows:
I. JURISDICTION
This Court has jurisdiction over the subject matter of this action and over
each of the parties hereto. The Complaint states a claim upon which relief may be
granted against Defendants under 22 M.R.S.A. §1885.
n. DEFINITIONS
In this Consent Order, the following definitions shall apply:
A.

"Department"' shall mean the Department of the Attorney General for

the State of Maine.
B.

"Member" shall mean each hospital and physician which has an

ownership, interest or shares substantial financial risk in a PHO, the Network, or a
qualified managed care plan.
C.

"Messenger model" means the use of an agent or third party to convey

to purchasers any information obtained from individual providers (including both
members and other hospital and physician providers) about the fees which each
provider is willing to accept,from such purchasers, and to convey to providers any
contract offer made by a purchaser. Where (1) each provider makes a separate,
independent, and unilateral decision to accept or reject a.purchaser's offer, (2) the fee
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information conveyed to purchasers is obtained separately from each individual
provider, and (3) the agent or third party (a) does not negotiate collectively for the
providers, (b) does not disseminate to any provider the agent's or third party's or any
other provider's views or intentions as to the proposal and (c) does not otherwise ...
serve to facilitate any agreement among providers on price or other significant
terms of competition.
D.

"Network" shall mean the Central and Western Maine Regional. PHO,

Inc., each organization controlled by or under common control with it, and its
directors, officers, agents, employees, members, and successors.
E.

"PHOs" shall mean Integrated Healthcare Corporation, Rumford

Community Hospital Organization, Inc., Stephens Memorial Physician Hospital
Organization, Inc., and Northern Cumberland Memorial Hospital PHO, Inc., each
organization controlled by or under common control with them, and their directors,
officers, agents, employees, members and successors.
F.

"Provider panel" shall mean those health care providers whom an

organization authorizes to provide care to its enrollees and whom enrollees are
given financial incentives to use.
G.-

"Qualified managed care plan" shall mean an organization that is

owned, in whole or in part, by any of the Defendants or members and that offers a
. provider panel. The owners, and members of a qualified managed care plan must
share substantial financial risk on all contracts for provision of health care services.
Nothing herein shall be deemed to limit the ability of a qualified managed care plan
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to create financial incentives for improved performance goals for a provider or the
organization or to shift risk to a provider, consistent with this paragraph.
H.

"Substantial financial risk" shall mean financial risk such as that

achieved when an organization receives revenue through capitation or payment of
insurance premiums, or when the organization creates significant financial
incentives for providers to to achieve specific cost containment goals, such as
withholding a substantial amount of their compensation, with distribution of that
amount made onlv if the cost-containment goals are met.
m. NON-EXCLUSIVITY
The Network and PHOs are enjoined from:
A.

Requiring any member to provide physician or hospital services

exclusively through the Network or PHOs or through any other payor or managed
care plan.
B.

.

. .

including in any by laws, participation agreements or any other

document or agreements binding members, any provisions directly or indirectly
requiring or urging members to:
(i)

Provide the Network, PHOs or any payor or managed care plan

with a right of first refusal applicable to any proposed contract for physician or
hospital services;
(ii)

Terminate, fail to renew, fail to negotiate or let expire existing

contracts for physician or hospital services, negotiated other than through the
Network or PHOs.
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C.

Conditioning the provision of hospital or physician services, other

than through the Network or PHOs, to patients of any managed care plan by
making that sendee available only if the managed care plan:
(a)

Purchases or uses the Network's or PHO's utilization review

program; and
(b)

Contracts or deals with the Network or the PHOs.
IV. NOTICES

.

C„. .

The Network and PHOs are ordered to notify each physician and hospital
member in writing within 30 days of this Consent Decree or within 10 days of
becoming a member that the member is free to contract separately with any other
managed care plan on any terms.
.

:

V. PRICING
The Network and PHOs are enjoined from
A.

Setting the fees or other terms of reimbursement or negotiating on

behalf of competing physicians or hospitals unless the Network or PHOs are a
qualified managed care plan; and
B.

Owning an interest in any organization that sets fees or other terms of

reimbursement fox, or negotiates for, competing physicians or hospitals, unless that
organization is a qualified managed care plan and complies with paragraphs IE A, B
& C of the Consent Order as if those paragraphs apply to that organization; and
C.

Paragraphs A and B above shall not prohibit Defendants from using a

messenger model or owning an interest in an organization that uses a messenger
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model notwithstanding that neither Defendants nor such organization are a
qualified managed care plan.
VI. CONTRACT TERMS
The Network and PHOs are enjoined from entering into any contract with
any managed care plan or payor for a term longer than two years unless the payor
requests a longer term.
VTI- MONITORING AND CONDITIONS
A.

The Department shall monitor the activities of the Network and the

PHOs and compare the Network's and the PHOs' activities to the activities-of
physician and hospital providers in other comparable areas of the State with respect
to the following factors:
(i)

The level of utilization of health care services; and

(ii)

The level of premiums paid or to be paid under contracts

between providers and managed care plans.
B.

If the Department determines/ at any time, in its sole discretion, that

the Network's or PHOs' level of performance with respect to the factors set forth
above are significantly less than the level of performance achieved by providers in
other areas of the State of Maine, the Department-may send the Network or PHOs a
written notice stating its conclusions with respect to the performance by the
Network or PHOs. The Network or PHOs shall have 60 days from the date the
notice is sent to meet with the Department and present any information relating to
its performance, including any plans for improving the Network's or PHO's
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performance with respect to the factors set forth in paragraph A.
C.

If the Department concludes, in its sole discretion, after receiving -

information from the Network, that, with respect to the factors set forth in
paragraph A, the Network's or PHO's operation has had or is likely to continue- to
have significant anticompetitive effects that outweigh any significant
procompetitive effects, the Department may file a Notice of Determination with the
Court.
1.

Upon the Department's filing of the Notice of Determination the

Network and PHOs shall be prohibited from negotiating or entering
into any new contracts for the delivery of physician or hospital services
with any payor or managed care plan.
2.

Upon the filing of the notice the Network and PHOs shall be

permitted to
(a)

* Fulfill its. obligations under any existing contracts for the

provision of medical or hospital services until the next
anniversary date of any such contract, at which time Defendants
shall be prohibited from further performance under any such
contract; and
(b)

Perform utilization review, medical management or

messenger model functions,
D.

■ Within 60 days after the filing of the Notice of Determination, the

Network and PHOs may apply to this Court for an order terminating the Notice of
/
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Determination and permitting the Network and PHOs to negotiate and enter
contracts for the provision of hospital and medical services. The Court shall
schedule a hearing, after providing a reasonable time for discovery, at which
hearing the Network or PHOs shall have the burden of establishing by clear and
convincing evidence that,' with reference to the factors set forth in paragraph A
above and the benefits and disadvantages set forth in 22 M.R.S.A. §1883 (4) (Supp.
1995), the likely benefits resulting from the negotiating activities of the Network or
PHOs outweigh any disadvantages attributable to a reduction in competition that
may result from those activities. Prior to the Court's-decision on the Network's or
PHOs' request, the Network and PHOs shall be subject to the provisions of
paragraph C above.
VIII FEES
If a hearing is held pursuant to paragraph VII D and if the Department
prevails, the Network and PHOs shall reimburse the Department for the reasonable
costs of attorneys and experts and consultants; court costs; and reasonable cost of
desposition transcripts.
IX. MODIFICATION
’ RETENTION OF JURISDICTION
Jurisdiction is retained by this Court for the purpose of enabling any of the
parties to this Consent Order to apply to this Court at any time for such further
directions as may be necessary or appropriate for the construction or carrying out of
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this Consent Order, for the modification of any of the provisions hereof, for the
enforcement of compliance herewith, and for the punishment of any violations
hereof.

DATED:

INTEGRATED HEALTHCARE CORPORATION
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STEPHENS MEMORIAL PHYSICLAN
HOSPITAL ORGANIZATION, INC.

DATED:

|O I

DATED:

/ ¡0

STEPHENS MEMORLAL HOSPITAL, INC.

^ (c?

DATED:

RUMFORD COMMUNITY HOSPITAL
ORGANIZATION, 'INC.

DATED:

RUMFORD COMMUNITY HOSPITAL, INC.
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DATED:

NORTHERN CUMBERLAND MEMORIAL
HOSPITAL PHO, INC.

DATED:

NORTHERN CUMBERLAND HOSPITAL, INC,

Assistant Attorney General
Chief, Public Protection Division
Department of Attorney General
6 State House Station
Augusta, Maine 04333
(207) 626-8845

It is hereby ORDERED and DECREED.

DATED:

____________________
Justice, Superior Court

TGTftL P . 1
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STATE OF MAINE
KENNEBEC, SS.

SUPERIOR COURT
CIVIL ACTION
DOCKET NO.

STATE OF MAINE,

)
Plaintiff

)

)
)

v.

)

CONSENT ORDER

)
CENTRAL AND WESTERN MAINE REGIONAL
PHO, INC.,

)
)

INTEGRATED HEALTHCARE CORPORATION,

)

CENTRAL MAINE MEDICAL CENTER,

)

STEPHENS MEMORIAL PHYSICIAN HOSPITAL
ORGANIZATION, INC.,

)
)

'

)

)
)
)

STEPHENS MEMORIAL HOSPITAL, INC.

)

RUMFORD COMMUNITY HOSPITAL
ORGANIZATION, INC.,

)
)

RUMFORD COMMUNITY HOSPITAL, INC.

)

NORTHERN CUMBERLAND MEMORIAL
HOSPITAL PHO, INC., and

)
)

)
)
)
)
NORTHERN CUMBERLAND HOSPITAL, INC.

)

)
Defendants

)

WHEREAS, Plaintiff, State of Maine, having filed its Complaint herein on
January

Jj_, 1996, and Plaintiff and Defendants, by their respective attorneys, having

consented to the entry of this Consent Order without trial or adjudication of any

\

71
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issue of fact or law herein and without this Consent Order constituting any evidence
against or admission by any party with respect to any such issue;
NOW, THEREFORE, before the taking of any testimony and without trial or
adjudication of any issue of fact or law herein, and on consent of the parties hereto,
it is hereby ordered, adjudged and decreed as follows:
I. TURISDICTION
This Court has jurisdiction over the subject matter of this action and over
each of the parties hereto. The Complaint states a claim upon which relief may be
granted against Defendants under 22 M.R.S.A. §1885.
IT. DEFINITIONS
In this Consent Order, the following definitions shall apply:
A.

"Department" shall mean the Department of the Attorney General for

the State of Maine.
B.

"Member" shall mean each hospital and physician which has an

ownership, interest or shares substantial financial risk in a PHO, the Network, or a
qualified managed care plan.
C.

"Messenger model" means the use of an agent or third party to convey

to purchasers any information obtained from individual providers (including both
members and other hospital and physician providers) about the fees which each
provider is willing to accept from such purchasers, and to convey to providers any
contract offer made by a purchaser, where (1) each provider makes a separate,
independent, and unilateral decision to accept or reject a purchasers offer, (2) the fee
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information conveyed to purchasers is obtained separately from each individual
provider/ and (3) the agent or third party (a) does not negotiate collectively for the
providers, (b) does not disseminate to any provider the agent's or third party's or any
other provider's views or intentions as to the proposal and (c) does not otherwise
serve to facilitate any agreement among providers on price or other significant
terms of competition.
D.

"Network" shall mean the Central and Western Maine Regional PHO,

Incv each organization controlled by or under common control with it, and its
directors/ officers, agents, employees, members, and successors.
E.

"PHOs" shall mean Integrated Healthcare Corporation, Rumford

Community Hospital Organization, Inc., Stephens Memorial Physician Hospital
Organization, Inc., and"Northern Cumberland Memorial Hospital PHO, Inc., each
organization controlled by or under common control with them, and their directors,
officers, agents, employees, members and successors.
F.

"Provider panel" shall mean those health care providers whom an

organization authorizes to provide care to its enrollees and whom enrollees are
given financial incentives to use.
G.

"Qualified managed care plan" shall mean an organization that is

owned, in whole or in part, by any of the Defendants or members and that offers a
provider panel. The owners and members of a qualified managed care plan must
share substantial financial risk on all contracts for provision of health care services.
Nothing herein shall be deemed to limit the ability of a qualified managed care plan
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to create financial incentives for improved performance goals for a provider or the
organization or to shift risk to a provider, consistent with this paragraph.
H.

"Substantial financial risk" shall mean financial risk such as that

achieved when an organization receives revenue through capitation or payment of
insurance premiums, or when the organization creates significant financial
incentives for providers to to achieve specific cost containment goals, such as
withholding a substantial amount of their compensation, with distribution of that
amount made only if the cost-containment goals are met.

m.

NON-EXCLUSIVITY

The Network and PHOs are enjoined from:
A.

Requiring any member to provide physician or hospital services

exclusively through the“Network or PHOs or through any other payor or managed
care plan.
B.

Including in any by laws, participation agreements or any other

document or agreements binding members, any provisions directly or indirectly
requiring or urging members to:
(i)

Provide the Network, PHOs or any payor or managed care plan

with a right of first refusal applicable to any proposed contract for physician or
hospital services;
(ii)

Terminate, fail to renew, fail to negotiate or let expire existing

contracts for physician or hospital services, negotiated other than through the
Network or PHOs.
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C.

Conditioning the provision of hospital or physician services, other

than through the Network or PHOs, to patients of any managed care plan by
making that service available only if the managed care plan:
(a)

Purchases or uses the Network's or PHO's utilization review

program; and
(b)

Contracts or deals with the Network or the PHOs.
IV. NOTICES

The Network and PHOs are ordered to notify each physician and hospital
member in writing within 30 days of this Consent Decree or within 10 days of
becoming a member that the member is free to contract separately with any other
managed care plan on any terms.
V. PRICING
The Network and PHOs are enjoined from
A.

Setting the fees or other terms of reimbursement or negotiating on

behalf of competing physicians or hospitals unless the Network or PHOs are a
qualified managed care plan; and
B.

Owning an interest in any organization that sets fees or other terms of

reimbursement for, or negotiates for, competing physicians or hospitals, unless that
organization is a qualified managed care plan and complies with paragraphs III A, B
& C of the Consent Order as if those paragraphs apply to that organization; and
C.

Paragraphs A and B above shall not prohibit Defendants from using a

messenger model or owning an interest in an organization that uses a messenger
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model notwithstanding that neither Defendants nor such organization are a
qualified managed care plan.
VI. CONTRACT TERMS
The Network and PHOs are enjoined from entering into any contract with
any managed care plan or payor for a term longer than two years unless the payor
requests a longer term.
VII. MONITORING AND CONDITIONS
A.

The Department shall monitor the activities of the Network and the

PHOs and compare the Network's and the PHOs' activities to the activities of
physician and hospital providers in other comparable areas of the State with respect
to the following factors:
(i)

The level of utilization of health care services; and

(ii)

The level of premiums paid or to be paid under contracts

between providers and managed care plans.
B.

If the Department determines, at any time, in its sole discretion, that

the Network's or PHOs' level of performance with respect to the factors set forth
above are significantly less than the level of performance achieved by providers in
other areas of the State of Maine, the Department may send the Network or PHOs a
written notice stating its conclusions with respect to the performance by the
Network or PHOs. The Network or PHOs shall have 60 days from the date the
notice is sent to meet with the Department and present any information relating to
its performance, including any plans for improving the Network's or PHO's
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performance with respect to the factors set forth in paragraph A.
C.

If the Department concludes, in its sole discretion, after receiving

information from the Network, that, with respect to the factors set forth in
paragraph A, the Network's or PHO's operation has had or is likely to continue to
have significant anticompetitive effects that outweigh any significant
procompetitive effects, the Department may file a Notice of Determination with the
Court.
1.

Upon the Department's filing of the Notice of Determination the

Network and PHOs shall be prohibited from negotiating or entering
into any new contracts for the delivery of physician or hospital services
with any payor or managed care plan.
2.

Upon the filing of the notice the Network and PHOs shall be

permitted to
(a).

Fulfill its obligations under any existing contracts for the

provision of medical or hospital services until the next
anniversary date of any such contract, at which time Defendants
shall be prohibited from further performance under any such
contract; and
(b)

Perform utilization review, medical management or

messenger model functions.
D.

Within 60 days after the filing of the Notice of Determination, the

Network and PHOs may apply to this Court for an order terminating the Notice of
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Determination and permitting the Network and PHOs to negotiate and enter
contracts for the provision of hospital and medical services. The Court shall
schedule a hearing, after providing a reasonable time for discovery, at which
hearing the Network or PHOs shall have the burden of establishing by clear and
convincing evidence that, with reference to the factors set forth in paragraph A
above and the benefits and disadvantages set forth in 22 M.R.S.A. §1883 (4) (Supp.
1995), the likely benefits resulting from the negotiating activities of the Network or
PHOs outweigh any disadvantages attributable to a reduction in competition that
may result from those activities. Prior to the Court's decision on the Network's or
PHOs' request, the Network and PHOs shall be subject to the provisions of
paragraph C above.
vm . FEES
If a hearing is held pursuant to paragraph VII D and if the Department
prevails, the Network and PHOs shall reimburse the Department for the reasonable
costs of attorneys and experts and consultants; court costs; and reasonable cost of
desposition transcripts.
IX. MODIFICATION
RETENTION OF JURISDICTION
Jurisdiction is retained by this Court for the purpose of enabling any of the
parties to this Consent Order to apply to this Court at any time for such further
directions as may be necessary or appropriate for the construction or carrying out of
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this Consent Order, for the modification of any of the provisions hereof, for the
enforcement of compliance herewith, and for the punishment of any violations
hereof.

DATED:

DATED:

CENTRAL AND WESTERN MAINE REGIONAL

J‘ñN-fa5-1996

11 =01

DEPT. OF fiTTY. GEN.

20? 287 3145
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DATED:

STEPHENS MEMORIAL PHYSICIAN
HOSPITAL ORGANIZATION, INC.

DATED:

RUMFORD COMMUNITY HOSPITAL
ORGANIZATION, INC.

P . 13/14
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DATED:

NORTHERN CUMBERLAND MEMORIAL
HOSPITAL PHO, INC.

DATED:

NORTHERN CUMBERLAND HOSPITAL, INC.

DATED: /

(t
Chief, Public Protection Division
Department of Attorney General
6 State House Station
Augusta, Maine 04333
(207) 626-8845

It is hereby ORDERED and DECREED.

DATED ; / -

/ 8 - ? ¿
Justice, Superior Court

TOTAL P . 1 4

STATE OF MAINE
KENNEBEC, S S ,
INTEGRATED HEALTH CARE CORP.

)

ASSURANCE OF DISCONTINUANCE

Whereas the Attorney General has conducted an investigation
pursuant to 5 M.R.S.A. § 209 to determine whether the
activities of Integrated Health Care Corp.

[hereinafter IHC]

constitute an unfair method of competition; and
Whereas the Attorney General has concluded his
investigation and has determined that the activities of IHC
have restrained competition among physicians in the
Lewiston-Auburn area; and
Whereas IHC, without admitting any violations of the Unfair
Trade Practices Act, voluntarily enters into the following
Assurance of Discontinuance upon the terms and conditions
disclosed below:
Now, therefore, without trial or adjudication of any issue
of fact or law, the Attorney General of the State of Maine
makes the following findings:
1.

Traditionally, health insurance companies, such as Blue

Cross and Blue Shield plans, reimburse health care providers on
a fee-for-service basis premised either on a maximum fee
schedule or upon a determination of the usual, customary, and
reasonable fee for .a particular service.

The insured person or

subscriber generally pays an annual or monthly premium- and may
also pay a deductible or co-insurance.

-

2.

2 -

Managed health care plans are designed to impose

financial incentives upon physicians and other providers to
scrutinize and limit health care costs:

incentives that are

absent in traditional health insurance plans that reimburse
physicians on a fee-for-service basis,

Managed health care

plans, such as health maintenance organizations (HMOs) and
preferred provider organizations (PPOs), often reimburse
physicians on a capitation basis, whereby the physician is paid
a set amount annually for each patient.

Under a capitation

payment system, the physician has an incentive not to provide
an excessive amount of medical care because he is not
compensated for each particular service he provides.
3.

Lewiston-Auburn Physicians Association, Inc.

formed in 1987,

(LAPA) was

The members of LAPA are forty-five (45)

physicians practicing at Central Maine Medical Center (CMMC).
These physicians include approximately 33% of the primary care
specialists with active staff privileges at CMMC.
4.

IHC was formed in 1987 with two shareholders:

Maine Health Care Corp. and LAPA.

Central

Both IHC and LAPA were

formed in part for the purpose of negotiating contracts with
third-party payers operating prepaid’health insurance plans.
5.

Since 1988, Integrated Health Care Corp. and LAPA have

negotiated with HMOs (including Lincoln National Health Plan,
Inc., Healthsource, Maine, Inc., and HMO Maine) on a variety of

-
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issues including the form and level of reimbursement to
physicians and the amount of risk which would be borne by
physicians.

IHC has insisted on payment upon the traditional

fee-for-service basis using a maximum fee schedule and has
attempted to minimize the risk which would be placed upon
physicians,

Neither Healthsource Maine, Inc., HMO Maine nor

Lincoln National Health Plan, Inc. have negotiated agreements
with IHC.
6.

By engaging in the acts or practices described above,

IHC has acted as'a combination of its members or shareholders,
7.

By engaging in the acts or practices described above,

IHC has combined or conspired with its members or shareholders
to fix or increase the prices charged by, or otherwise to
restrain competition among physicians in the Lewiston-Auburn
area.
8.

The conduct of IHC described above has had the

following effects, among others:
a.

restraining competition among physicians in the

Lewiston-Auburn area; and
b.

frustrating and depriving third-party payers offering

prepaid health insurance plans of the benefits of competition
among physicians in the Lewiston-Auburn area.
WHEREFORE, IHC, pursuant to 5 M.R.S.A. § 210, and without
making any admissions as to any issue of law or fact, assures
that it will discontinue and not commence any conduct involving
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X.

Entering into, attempting to enter into, organizing,

implementing, or continuing any agreement or understanding,
express or implied, with any IHC member or shareholder or among
IHC members or shareholders, to deal with any third-party payer
on collectively determined terms;
2.

Acting on behalf of any IHC member or shareholder or

members or shareholders to negotiate with any third-party
payer; and
3.

Communicating that IHC members or shareholders will

refuse to enter into or withdraw from any agreement, actual or
proposed, with any third-party payer if any term or condition
is not acceptable to IHC or to IHC members or shareholders
collectively.
Nothing in this Assurance shall prevent IHC from;
1.

Forming or becoming an integrated joint venture in

dealing with any third-party payer on collectively determined
terms in that capacity, as long as the physicians participating
in the joint venture remain free to deal with any third-party
payer other than through the joint venture; or
2.

By agreement with-of a third-party payer, performing

utilization review, quality assurance or credential1ing
activities in connection with the provision of services by IHC
members to subscribers of the third-party payer.
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IHC further assures that it shall:
1,

Distribute by certified mail/ return receipt requested/

a copy of this Assurance to each of its members or shareholders
within thirty (30) days after the date the Assurance is
executed; and
2.

Provide each new membec or shareholder of IHC with a

copy of this Assurance at the time the member or shareholder is
accepted into or joins IHC.
IHC further assures that:
1,

Upon seven days notice, IHC shall provide the

Department of the Attorney Gener 1a with any documents in its
control or possession which the Department requests.
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95 Main Street
P. O. Box 3200
Auburn, Maine 0421.0
(207) 784-3200
STATE OF MAIME
ANDROSCOGGIN/ S S .
Personally appeared before me the above-named individual
and acknowledged the foregoing to be his free act and deed and
the free act and deed of said corporation.
Dated:
Notary Public

Dated :
Deputy Attorney General
Chief, Consumer & Antitrust Division
State House Station 6
Augusta, Maine 04333
(207) 289-3661

